The basic function of taxes is the fiscal function, which consists in collecting revenue by public authorities. The imposition of non-fiscal functions on taxes causes the weakening of their basic function. The purpose of the article is to present tax exemptions, as well as to assess the fiscal consequences of their application in excise duty in Poland in 2012-2016. The Polish excise duty solutions provide for numerous tax exemptions, whereby it should be noted that a significant part are attributable to EU solutions resulting from harmonisation of this tax. In light of the conducted research, it may be concluded that the applied tax exemptions have a significant influence on fiscal efficiency (causing an average revenue decrease of approximately 7% during the examined period).
Introduction
Taxes are the basic tool for collecting revenue by public authorities. Tax collection has a significant impact on the decisions concerning production, consumption, investments or savings taken by business entities and households. In fact, the introduction of tax exemptions means resignation from a part of tax revenue. Excise duty is a productive source of state budget revenue; moreover, its structure is to a large extent unified in all Member States of the European Union, including in the area of tax exemptions.
The purpose of the article is to present the excise duty exemptions in Poland, as well as to assess the fiscal consequences of their application. With the aim of this goal, the article will identify subjective and objective, as well as mandatory and optional, excise duty exemptions in the light of EU legal solutions, and also determine the impact of their application on the state budget revenue in [2012] [2013] [2014] [2015] [2016] . The research will cover only the exemptions monitored by the Ministry of Finance.
Tax exemptions and tax functions
Taxes are intended mainly for implementation of the fiscal function, which consists in acquiring funds from various entities through coercion to the benefit of a state or another institution under public law. These funds are collected for the purpose of financing public services, i.e. making public expenditures. The ability to collect public funds through a particular tax is defined as the fiscal efficiency of such tax. In this respect, indirect taxes (including excise duty) deserve special attention, because the essence of this form of taxation lies in including tax in the price of goods sold, which therefore constitutes the basic fiscal advantage (Władza fiskalna, 2001, p. 32) . From the point of view of the public authorities, indirect taxes are particularly attractive if their amount is a proportional part of the price, because the fiscal efficiency of such taxes increases without the necessity of any action on the part of authorities, as the proportional tax on sales increases along with the increase of prices (James & Nobes, 2000, p. 234) . If a tax fails to deliver the fiscal function (providing either minimum or no revenue), there are grounds for eliminating such tax from the tax system (Finanse…, 2000, p. 22) .
The appropriate legal structure of a tax may lead a taxpayer to a behavior expected by the public authorities, helping to implement the non-fiscal tax functions (Brzeziński, 2001, p. 67) . Among the taxes whose imposition is justified by non-fiscal reasons, excise duty deserves particular attention. In consequence, excise duty collection is usually related to physical inspection (e.g. the obligation to label with excise stamps), whereas collection of other taxes is verified mainly through inspection of the relevant documentation (Cnossen, 2005, p. 2) . Tax is an instrument regulated by the public authorities trying to subordinate it to the goals that they want to achieve (Famulska, 2007, p. 112) . However, taxation is not a particularly 'flexible' tool for achieving non-fiscal objectives (Rybarski, 2015, p. 263) .
One of the possibilities of implementing non-fiscal functions of a tax is to apply an additional structural element, i.e. exemption 1 . Tax exemptions are exceptions from the general standard, and their non-fiscal objective is expressed by means of a relevant structure (Rybarski, 2015, p. 259) . Tax exemption means definitive exclusion from taxation of a specific category of entities, or restriction of its material scope (Mastalski, 1995, p. 55) . Therefore, we distinguish between subjective exemptions, related to the personal or economic situation of a taxpayer, and objective exemptions, which are either the expressions of specific economic preferences of the state, or they prevent double taxation (Dzwonkowski, 2013, p. 21) . Moreover, exemptions may also have a mixed character, i.e. subjective and objective (Nykiel, 2002, p. 16 ).
The functions of exemptions assumed by the public authorities and those actually implemented enable us to specify various types of exemptions (Nykiel, 2002, p. 42) , namely: 1) exemptions of an economic nature -achieve a specific condition in the economy, 2) exemptions of a social nature -pursue social goals, e.g. in the field of culture, education, social care or health protection,
3) other exemption -are usually of a technical nature and have no effects.
It is worth noting that certain exemptions may be of a socio-economic nature (Brzeziński, 2001, p. 72 "e-Finanse" 2018, vol. 14 / no. 2 sphere of any state.
Tax exemptions are among the structures which cause tax expenditures (Wyszkowski, 2010, p. 70) . Tax preferences, including tax exemptions, are applied due to the redistribution and stimulation effects that they cause. Their implementation in the tax system provides support to specific groups of taxpayers, economic sectors or types of activity through reduction of the ultimate tax burden.
The consequence of tax expenditures for the public authorities is the reduction of tax revenue, whereas for the taxpayers -the reduction of tax burdens (OECD, 2010, p. 12) . Therefore, reduction of revenue resulting from the application of tax preferences constitutes indirect public expenditures, the so-called tax losses (Tax expenditures…, . Direct expenditures are direct transfers of funds from the budget to the beneficiaries, whereas the level of expenditure is controlled and limited to the budgetary law regulations (Tax expenditures…, . Unlike direct expenditures, tax expenditures are a hidden form of public expense, because they are indirectly defined in tax acts, due to which their 'spending' process is less transparent, and therefore less visible for a significant part of society (Dziemianowicz, Wyszkowski & Budlewska, 2014, p. 41) .
Excise duty exemptions under EU and Polish law
Due to its price-generating nature, excise duty is a harmonized tax within the European Union territory. Excise duty harmonization in particular Member States is intended to guarantee uninterrupted competition between business units, as well as to ensure free flow of excise goods in the EU market (Sygut, 2016, p. 235 Excise duty exemptions were divided into mandatory exemptions and optional exemptions. At the same time, the EU legislature left the Member States free to decide on the method of implementation of the regulations concerning mandatory exemptions, as well as whether and to what extent optional exemptions would be applied (Akcyza. Komentarz, 2017, p. 303 ).
The analysis of Polish regulations on excise duty indicates that the problem of mandatory excise duty exemptions was addressed directly in Part II, Chapter 6, Art. 30-39 of the Act, whereas optional exemptions were introduced in the national legislation by regulation of the Minister of Finance.
The application of exemptions in excise duty is usually possible in two forms: in traditional form (i.e. tax is not payable), or in the form of a refund of the already paid tax. As a principle, selection of one of these methods is left for the Member States (e.g. Art. 27 of Council Directive 92/83/EU, or Art. 17 of Council Directive 2011/64/EU). Moreover, the Member States are free to decide the conditions and formal application of these tax exemptions and tax refunds (Akcyza w prawie, 2014, p. 486).
The classification of selected excise duty exemptions applicable in Poland has been presented in Table 1 . A vast majority of excise duty exemptions are objective. Objective exemptions can be additionally subdivided into: 1) exemptions due to intended use, 2) exemptions for personal objectives, 3) exemptions due to specific economic objectives.
Subjective exemptions in excise duty are applied to a small extent. Among subjective exemptions, particular attention shall be drawn to the exemptions provided for in Art. 31 Par. 1 of the Act on excise duty, which are the consequence of Art. 12 of Directive 2008/118/EC, because the directive does not implement any new exemptions, but only refers to the exemptions provided for in the international law that is binding for the Member States and basically does not require implementation (Akcyza w prawie..., 2014, p. 115).
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Tax exemptions in excise duty in the context of fiscal efficiency 1) as samples for analysis, necessary production tests, or scientific purposes; 2) for scientific research; 3) for production processes, provided that the end product does not contain alcohol.
16 Section 10 Par. 1 Excise duty exemption for ethyl alcohol used for medical purposes in hospitals, pharmacies and health care units 17 Section 14 Excise duty exemption for tobacco products in case they are used for scientific research, or research related to product quality b) exemptions for personal use 18 Art. 35 Par. 1 Items a) and b) Exemption for import of motor fuels transported in standard containers of motor vehicles and special containers "e-Finanse" 2018, vol. 14 / no. 2
Tax exemptions in excise duty in the context of fiscal efficiency No.
Legal basis*

Type of tax exemption
19 Section 15 Exemption for alcoholic beverages and tobacco products upon their sale to travelers travelling outside the EC in shops located in a duty-free zone or in duty-free warehouses at the airports or seaports located at border crossing points c) exemptions due to specific economic objectives 20 Section 11 Item 1 Excise duty exemption for forfeited alcoholic beverages upon their sale by authorized bodies to a tax warehouse keeper with the intention to be processed into ethyl alcohol in a tax warehouse 21 Section 11 Item 2 Excise duty exemption for forfeited ethyl alcohol upon its sale by the authorized bodies to hospitals, pharmacies and health care units 22 Section 11 Item 3 Excise duty exemption for forfeited tobacco products upon their sale by authorized bodies to a tax warehouse keeper with the intention of further processing of such products in a tax warehouse 23 Section 11 Item 4 Excise duty exemption for forfeited energy products upon their sale by authorized bodies to a tax warehouse keeper with the intention of further processing of such products in a tax warehouse 24 Section 12 Excise duty exemption for ethyl alcohol remaining as waste material in a production process in which the end product does not contain ethyl alcohol, in case when ethyl alcohol is moved to a tax warehouse with the intention of further processing in this tax warehouse Out of the total amount of indirect expenditures related to application of excise duty exemptions in 2012-2016, on average 99% are expenditures related to objective exemptions. Among them, the most largely used by taxpayers, and at the same time generating the highest indirect expenditures for the state budget, are objective exemptions applied due to the intended use of excise goods. Their share in the total amount of tax exemptions included in the analysis was at the level of approximately 65%-82%. Two types of exemptions deserve particular attention -Art. 32 Par. 1 Item 1 and Art. 32 Par. 1 Item 2. They are related to the use of energy products (such as aviation gasoline, gasoline-type jet fuel and lubricating oils) for the purpose of navigation or in aircrafts whose application in 2012-2016 overall constitutes from 30% to over 60% of the total amount of indirect expenditures in this respect.
The share of the costs of application of objective exemptions related to the use or purchase of excise goods for personal purposes was significantly lower. During the period covered by the research, it amounted from approximately 15% to approximately 28%.
The costs of objective exemptions related to the use of excise goods for specific purposes constituted on average 3.78% of the total amount of the costs of application of excise duty exemptions. The expenditures in this respect consisted to the greatest extent of the expenditures related to the exemption specified in Section 17.
Moreover, it shall be concluded that the share of indirect expenditures due to the application of subjective exemptions in the total expenditures in this respect in 2012-2016 is marginal and amounts to 1% on average.
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Tax exemptions in excise duty in the context of fiscal efficiency 122,370,558 81,970,101 198,764,786 174,855,434 202,449,885 Subjective exemptions 37,975,725 44,659,234 42,486,530 46,151,330 45,993,215 Art. 31 Par. 1 5, 987, 330 5, 534, 836 7, 598, 454 5, 707, 647 10, 895, 809 Art. 110 4, 750, 520 4, 205, 631 6, 291, 284 5, 977, 002 7, 199, 055 Art. 112 11, 052, 678 9, 022, 531 12, 049, 756 16, 525, 132 8, 479, 166 Section 13 Par. 1 16, 185, 197 25, 896, 236 16, 547, 036 17, 941, 549 19, 419, 185 TOTAL 5, 221, 927, 461 3, 390, 279, 367 3, 380, 202, 651 3, 940, 941, 560 5, 301, 832, e-Finanse" 2018, vol. 14 / no. 2 An impact of application of excise duty exemptions on the fiscal efficiency of this tax is visible in 2012-2016. In the analyzed period, this impact does not exceed 10%, whereas the losses in state budget revenue due to excise duties were between 5.49% (in 2014) and 8.64% (in 2016) . This means that if the public authorities had not used their entitlements (limited due to harmonization of tax law within the European Union and the necessity of applying exemptions) related to implementation of tax exemptions, this revenue could have potentially contributed to the state budget.
In analyzing the formation of amounts of tax exemptions in total excise duty in comparison with the excise duty revenue during the analyzed period, it shall be emphasized that the negative fiscal consequences of application of excise duty exemptions for the efficiency of this tax show a downward trend.
The application of objective exemptions had the biggest impact on the fiscal efficiency of excise duty in 2012-2016. The indirect public expenditures in this respect resulted in reduction of the budget revenue from excise duty by 6.74% on average during the analyzed period. Among these expenditures, exemptions due to intended use had the largest share (approximately 5% on the average), followed by exemptions for personal objectives (approximately 1.4% on the average), whereas "e-Finanse" 2018, vol. 14 / no. 2 Edyta Sygut Tax exemptions in excise duty in the context of fiscal efficiency exemptions due to specific economic objectives had the smallest share (0.26% on the average).
The loss of budget revenue caused by the application of subjective exemptions in excise duty has a relatively marginal impact in comparison with the fiscal effects of objective exemptions. Its impact on the fiscal efficiency of excise duty during the analyzed period was characterized by a relatively stable average level of 0.07%.
As already mentioned, the Polish legislature has a limited ability to influence the extent of applied exemptions to excise duty due to the excise duty harmonization in this respect under EU law. Therefore, it is worth performing an analysis of the impact of application of mandatory and optional exemptions on fiscal efficiency.
Based on the data presented in Table 4 , it shall be concluded that the public authorities only have the power to increase the fiscal efficiency of excise duty by approximately 1% through liquidation of optional exemptions, thereby sacrificing the achievement of nonfiscal objectives.
Conclusions
The fundamental function of every tax is fiscal. Due to its selective nature (taxation of selected products only), excise duty also has non-fiscal functions. In order to achieve the non-fiscal effects of taxation with excise duty, the legislature formulated numerous tax exemptions, thus causing the exclusion of specific categories of subjects or objects from taxation. Despite the unquestionable loss of public revenue resulting from the application of tax exemptions, the public authorities continue to use them due to the non-fiscal functions of such solutions.
Excise duty is a harmonized tax in the territory of European Union, which determines the need to take into consideration in the structure of excise duty effective in Poland tax exemptions of mandatory nature under EU law.
The application of objective exemptions has a significant impact on the fiscal efficiency of excise duty. In 2012-2014, the indirect expenditures of the state budget related to tax exemptions on average amounted to approximately 7% of the total excise duty revenue in the state budget. The application of objective exemptions has the most important fiscal consequences for excise duty, whereas subjective exemptions play a marginal role in fiscal efficiency.
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